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OATH OR AFFIRMATION

1, DAVID C. KUEHL ' swear (or affirm) tha: 10 the
best of my knowledge and belief the accompanymg f‘manczal statement and supporting schedules pertaining to the firm of
KUEHL CAPITAL CORPORATION

DECEMBER 31, ., 192002  are true and correct. I furthet swear (ot affirm) that teither the company
nor any partnet, proprietor, pnnapal officer or director has any proprietary interest m any account classified soley as that of
a customer, except as follows:

NONE

PRESIDENT

Title

Nowary Pubtic

=2 ,,  KENNETHPATORA

MY COMMISSION EXPIRES
May 30, 2003

Tms report®® contains (chéek all apphmble boxes):

(2) Facing page.

(b) Statement of Financial Condition.

(c) Staterrient of [ncome (Loss).

(d) Statement of Changes in Finantial Condition. CASH FLOWS

(e} Statement of Changes in Stockholdérs’ Equity or Partners’ or Sole Proprietor’'s Capital.

(N Staiement of Changes in Liabilities Subordinated 1o Claifis of Creditors.

(g) Computation of Net Capital

(h) Computauon for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

() Information Relaung to the Possession or ¢ontrol Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropnate explanauon, of the Computation of Net Capital Under Rule [5¢3-1 and the
Computauon for Determination of the Reserve Requrements Under Exhibit A of Rule 15¢3-3.

(k) A Rcconcxhauon between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation.

() An Oath or Affirmation.

{m) A copv of the SIPC Supplemental Repont.

{n) A repon deschibing any matenal inadequaci=s found 10 exist or found 10 have existed since the date of the previous audit.
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**For conditions of confidential treatment of cenain portions of this filing, see section 240.17a-5(ej(3).
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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors of
Kuehl Capital Corporation
Omaha, Nebraska

We have audited the accompanying balance sheet of Kuehl Capital Corporation as of
December 31, 2002, and the related statements of income, changes in stockholders’
equity, cash flows and changes in liabilities subordinated to claims of general creditors
for the year then ended. These financial statements are the responsibility of the
Company’s management. Our responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
U.S.A. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of Kuehl Capital Corporation as of December 31, 2002,
and the results of its operations and cash flows for the year then ended in conformity with
accounting principles generally accepted in the U.S.A.

%W(;Mm M//m&n ﬂ'm/ /’é«av;d/wc

January 9, 2003




KUEHL CAPITAL CORPORATION

BALANCE SHEET

DECEMBER 31. 2002

ASSETS
Current assets

Cash and cash equivalents $ 110,358
Investment 59,100
Warrants held 86,531
Other 16,515
Notes receivable from stockholders (Note 3) 121,500
TOTAL ASSETS S 394.004
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities
Accounts payable 47,866
Accrued liabilities 15,628
Total current liabilities 63,494
Notes pavable to stockholders (Note 3) 121,500
Total liabilities 184,994
- Stockholders’ equity 209,010
TOTAL LIABILITIES AND
STOCKHOILDERS’ EQUITY $ 394.004

See accompanying notes to financial statements.




KUEHL CAPITAL CORPORATION

STATEMENT OF INCOME

YEAR ENDED DECEMBER 31, 2002

Revenues

Bond placement fees $ 2,489,200
Warrant placement fees 1,844,303
Other income 190.330
Total revenues 4,523,833
Costs and expenses

Salaries 473,200
Broker-dealer service 36,000
Rent 37,521
Employee benefit plans (Note 5) 92,7067
Professional fees 8,014
SID processing services 42,015
Depreciation 73,803
Payroll taxes and benefits 22,817
Insurance 26,354
Office 6,749
Telephone 6,970
Licenses and fees 8,236
Charitable 25,200
Dues and subscriptions 4,979
Bank service fees/bonding 2,020
Miscellaneous 3.007
Total costs and expenses 869,592
NET INCOME $3.654.241

See accompanying notes to financial statements.




KUEHL CAPITAL CORPORATION
STATEMENT OF CHANGES IN STOCKHOLDERS’ EQUITY

YEAR ENDED DECEMBER 31, 2002

Additional Total
Common Paid-in Retained Stockholders’
Stock Capital Earnings Equity
Balance at December 31, 2001 $ 1,000 122,442 44,347 167,789
Net income - - 3,654,241 3,654,241
Dastributions to stockholders -- -- (3.613.020) (3.613.020)
Balance at December 31, 2002 $ 1,000 122,442 85.568 209.010

Common stock

$1.00 par value

10,000 shares authorized

1,000 shares 1ssued and outstanding

See accompanying notes to financial statements.



KUEHL CAPITAL CORPORATION
STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31, 2002

Increase (decrease) in cash and cash equivalents
Reconciliation of cash provided by operating activities
Net income

(Increase) decrease in operating assets
Warrants held

Other

Increase (decrease) in operating liabilities
Accounts payable

Accrued liabilities

$ 3,654,241
(86,531)
53,616

34,005
_(7.657)

Net cash provided by operating activities

Cash flows from financing activities
Distributions to stockholders

3,647,674

(3.613.020)

NET INCREASE IN CASH AND CASH EQUIVALENTS

Cash and cash equivalents at beginning of vear

34,654

75,704

Cash and cash equivalents at end of vear

$ 110,358

See accompanying notes to financial statements.



KUEHL CAPITAL CORPORATION

STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS

YEAR ENDED DECEMBER 31, 2002

Subordinated liabilities at beginning of year $ 121,500
Net change --
Subordinated liabilities at end of year $ 121,500

See accompanying notes to financial statements.




KUEHL CAPITAL CORPORATION
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2002

1. Organization and Business

Kuehl Capital Corporation (a Nebraska corporation) is a registered broker-dealer providing services
primarily related to the placement of Sanitary and Improvement District (SID) warrants and bonds.

2. Significant Accounting and Reporting Policies

This summary of significant accounting policies of Kuehl Capital Corporation is presented to assist
in understanding the Company’s financial statements. The financial statements and notes are
representations of the Company’s management, who is responsible for their integrity and objectivity.

A. Basis of Accounting
The Company prepares its financial statements on the accrual basis using accounting principles
generally accepted in the United States of America. Management uses estimates and
assumptions in preparing financial statements. Those estimates and assumptions affect the

reported amounts of assets and liabilities, revenues and expenses and related disclosures. Actual
results could vary from the estimates used.

B. Cash and Cash Equivalents
The Company considers all highly liquid debt instruments with an original maturity at issuance
of three months or less to be cash equivalents. The Company frequently maintains cash in
excess of FDIC limits.

C. Investment
The investment, which consists of an escrow deposit for a future public offering, is stated at cost.

D. Warrants Held

The Company is compensated with warrants which are easily converted to cash. Related
revenues are recognized when earned.

Continued




KUEHL CAPITAL CORPORATION

NOTES TO FINANCIAL STATEMENTS - CONTINUED

DECEMBER 31. 2002

2.

Summary of Significant Accounting Policies - Continued

E. Income Taxes

The Company has elected under the Internal Revenue Code to be an S corporation. Shareholders
of an S corporation are required to report Company income and deductions on their income tax
returns; accordingly, no provision for income taxes is included in these financial statements.
The Company may make substantial distributions of such income to the stockholders.

Notes Receivable/Pavable to Stockholders

The Company’s stockholders are party to a Secured Demand Note Collateral Agreement for Equity
Capital in which the stockholders loaned the Company $121,500 that is due July 20, 2010. In lieu of
a cash receipt, the Company issued demand notes receivable from the stockholders. Neither the
notes payable or notes receivable bear interest.

Net Capital Requirements

The Company is subject to the Uniform Net Capital Rule (Rule 15¢3-1) of the Securities Exchange
Act of 1934, which requires net capital of at least $100,000. Net capital, as defined by Rule, at
December 31, 2002 was $251,434.

Emplovee Benefit Plans

The Company funds a money purchase pension plan and a profit-sharing plan for all eligible
employees. Employees are eligible to participate in the plans if they are over 21 years of age and
have been employed by the Company for at least one year. The employer contribution for the money
purchase plan is 10%. Contributions to the profit sharing plan are determined from year-to-year.
Total employer contributions to the plans in 2002 were $92,700.

Commitment

Facilities occupied by the Company are leased under an agreement that calls for annual rental
payments of approximately $34,200 plus charges for common area maintenance and taxes and
expires in April 2003. Cost incurred during 2002 related to this lease was $37,500.
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INDEPENDENT AUDITOR’S REPORT
ON ADDITIONAL INFORMATION

To the Board of Directors of
Kuehl Capital Corporation
Omaha, Nebraska

We have audited the accompanying financial statements of Kuehl Capital Corporation as
of and for the year ended December 31, 2002, and have issued our report thereon dated
January 9, 2003. Our audit was conducted for the purpose of forming an opinion on the
basic financial statements taken as a whole. The accompanying schedule of computation
of aggregate indebtedness and net capital in accordance with Rule 15¢3-1 under the
Securities Exchange Act of 1934, and the reconciliation of net capital and aggregate
indebtedness to Client’s FOCUS Report are presented for purposes of additional analysis
and are not a required part of the basic financial statements, but is supplementary
information required by Rule 17a-5 under the Securities Exchange Act of 1934. Such
information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our opinion, is fairly stated in all material respects in relation
to the basic financial statements taken as a whole.

jw//% Mﬂm«. ’@;—}ﬂ"w/ Lee

January 9, 2003



KUEHL CAPITAL CORPORATION

COMPUTATION OF AGGREGATE INDEBTEDNESS AND NET
CAPITAL IN ACCORDANCE WITH RULE 15C3-1 UNDER

THE SECURITIES EXCHANGE ACT OF 1934

DECEMBER 31. 2002

Aggregate indebtedness

Total liabilities $ 184,994
Deduct nonqualifying liabilities:
Notes payable to stockholders 121,500
Other secured liabilities 13.335
Net aggregate indebtedness $ 50,159
Net capital
Common stock 1,000
Additional paid-in capital 122,442
Retained earnings 85.568
209,010
Deduct nonallowable assets:
Investments (59,100)
Other (16,515)
Add nonqualifying liabilities:
Notes payable to stockholders 121,500
Securities haircuts:
Warrants held (3.461)
42.424
Net capital $ 251.434
Capital requirements
Minimum dollar requirement 100,000
Net capital exceeding requirements 151,434
Net capital $ 251.434
Percentage of net capital to required capital 251.4%
Percentage of agoregate indebtedness to net capital 19.9%

10




KUEHL CAPITAL CORPORATION

RECONCILIATION OF NET CAPITAL AND AGGREGATE
INDEBTEDNESS PER AUDIT REPORT TO CLIENT’S FOCUS REPORT

DECEMBER 31. 2002
Aggregate indebtedness per FOCUS Report § 14,742
Underwriting fees pavable 35417
Aggregate indebtedness per audit report $ 50,159
Net capital per FOCUS Report 203,781
Warrant fee income 51,114
Haircut on securities — warrants held (3.461)
$251.434

Net capital per audit report

11



KUEHL CAPITAL CORPORATION

INFORMATION RELATING TO POSSESSION OR
CONTROL REQUIREMENTS

DECEMBER 31, 2002

This firm claims exemption to SEC Rule 15¢3-3 pursuant to subparagraph k2ii.

12




KUEHL CAPITAL CORPORATION
COMPUTATION OF RESERVE REQUIREMENT

DECEMBER 31, 2002

This firm claims exemption to SEC Rule 15¢3-3 pursuant to subparagraph k2ii.

13
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL

Board of Directors and Stockholders
Kuehl Capital Corporation
Omaha, Nebraska

In planning and performing our audit of the financial statements and additional information of
Kueh! Capital Corporation for the year ended December 31, 2002, we considered its internal
control, including control activities for safeguarding securities, in order to determine our auditing
procedures for the purpose of expressing our opinion on the financial statements and not to
provide assurance on internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we
have made a study of the practices and procedures followed by the Company, including tests of
such practices and procedures that we considered relevant to the objective stated in Rule 17a-
5(g) in making periodic computations of aggregate indebtedness and net capital under Rule 15¢3-
3. Because the Company does not carry securities accounts for customers or perform custodial
functions relating to customer securities, we did not review the practices and procedures
followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons
2. Recordation of differences required by Rule 17a-13

3. Complying with the requirements for prompt payment for securities under Section 8§
of Federal Reserve Regulations T of the Board of Governors of the Federal Reserve
System

The management of the Company is responsible for establishing and maintaining internal control
and the practices and procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgments by management are required to assess the expected
benefits and related costs of controls and of the practices and procedures referred to in the
preceding paragraph and to assess whether those practices and procedures can be expected to
achieve the SEC’s above-mentioned objectives.

14



Kuehl Capital Corporation
Page 2

The management of the Company is responsible for establishing and maintaining internal control
and the practices and procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgments by management are required to assess the expected
benefits and related costs of controls and of the practices and procedures referred to in the
preceding paragraph and to assess whether those practices and procedures can be expected to
achieve the SEC’s above-mentioned objectives.

Two of the objectives of internal control and the practices and procedures are to provide
management with reasonable but not absolute assurance that assets for which the Company has
responsibility are safeguarded against losses from unauthorized use or disposition and that
transactions are executed in accordance with management’s authorization and recorded properly
to permit the preparation of financial statements in accordance with generally accepted
accounting principles. Rule 17a-(g) lists additional objectives of the practices and procedures
listed in the preceding paragraph.

Because of inherent limitations in internal control or the practices and procedures referred to
above, error or fraud may occur and not be detected. Also, projection of any evaluation of them
to future periods is subject to the risk that they may become inadequate because of changes in
conditions or that the effectiveness of their design and operation may deteriorate.

Our considerations of internal control would not necessarily disclose all matters in internal
control that might be material weaknesses under standards established by the American Institute
of Certified Public Accountants. A material weakness is a condition in which the design or
operation of the specific internal control components does not reduce to a relatively low level the
risk that error or fraud in amounts that would be material in relation to the financial statements
being audited may occur and not be detected within a timely period by employees in the normal
course of performing their assigned functions. However, we noted no matters involving internal
control, including control activities for safeguarding securities, that we consider to be material
weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the SEC to be adequate for its purposes in
accordance with the Securities Exchange Act of 1934 and related regulations, and that practices
and procedures that do not accomplish such objectives in all material respects indicate a material
inadequacy for such purposes. Based on this understanding and on our study, we believe that the
Company’s practices and procedures were adequate at December 31, 2002, to meet the SEC’s
objectives.

This report is intended solely for the use of the Board of Directors, management, the SEC, and
other regulatory agencies that rely on Rule 17a-5(g) under the Securities Exchange Act of 1934
in their regulation of registered brokers and dealers, and should not be used for any other
purposes.

Tl Gunbis. Gl W Ay v fnich, i

January 9, 2003
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